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INTRODUCTION 


[tis important for Canadians to have a 
good understanding of what their central 


bank 1s and does. This profile 1s designed 


to promote that understanding. 


The Bank of Canada is a familiar name to Canadians. What 
it actually does is less well known. Our doors opened in 
March of 1935, when the Bank was given responsibility for 
regulating “credit and currency in the best interests of the 
economic life of the nation.” How we do that is the subject 
of this publication. 


The Bank of Canada does not carry out ordinary banking 
business, nor does it accept deposits from the general 
public. But it does influence the economic circumstances 
of businesses and individuals across the country. 


Through its responsibility for monetary policy, the Bank 
promotes good overall economic performance in the best 
way it can — by seeking to preserve confidence in the value 
of our money. But the Bank of Canada’s functions involve 
a good deal more than monetary policy. We also act as the 
federal government’s banker and fiscal agent and are the 
sole issuer of Canadian bank notes. 


These responsibilities are carried out by a staff of some 
2,000 people. While most of them work in Ottawa, there 
are more than 500 Bank of Canada employees in regional 
offices across the country. 


The profits of the Bank are returned each year to the federal 
government, our sole shareholder. In 1991 the revenues 

of the Bank were about $2.3 billion and its operating 
expenses, close to $206 million. 


John W. Crow 
Governor 


BOARD OF DIRECTORS 


December 1992 


Jalynn H. Bennett John T. Douglas William A. Graham Brian R. Heidecker 
Toronto, Ontario New Glasgow, Nova Scotia London, Ontario Coronation, Alberta 


Frederick E. Hyndman Harold W. Lane James A. MacMurray James G. Matkin 
Charlottetown, P.E.I. Saskatoon, Saskatchewan Saint John, New Brunswick Vancouver, British Columbia 


The Bank of Canada’s Board of Directors plays a 
central role in the governance of the Bank. The 
Board is composed of the Governor, the Senior 
Deputy Governor, twelve directors and the 
Deputy Minister of Finance (who has no vote). 


The twelve directors are appointed for three- 
year terms by the Minister of Finance. Coming 
Nancy Orr-Gaucher Charles Pelletier from every province and with experience in 
Westmount, Quebec Charlesbourg, Quebec fields as diverse as farming, business and law, 
they are an important link between the Bank 
and their respective regions. 


Two posts were vacant at the time of publication. 
The major role of the directors is to ensure that 
the Bank is being managed competently. They 
are responsible for appointing or reappointing 
the Governor and Senior Deputy Governor 
(with the approval of Cabinet), and for appoint- 
ing other Deputy Governors. 


John W. Crow, 
Governor 


Gordon G. Thiessen, 
Senior Deputy Governor 


David A. Dodge, 
Deputy Minister, Finance 


The Board reviews the broad policies to be pursued by the 
Bank in carrying out its non-monetary policy responsibili- 
ties and also approves the corporate objectives, plans and 
annual budget of the Bank. The Board receives the reports 
of the external auditors on the Bank’s financial statements. 


While the directors bring to the Bank a wealth of informa- 
tion on economic and financial conditions around the 
country, they are not expected to be experts in economics. 
It is the senior management of the Bank that formulates 
and implements monetary policy and reports to the Board 
and the Executive Committee at their regular meetings. 


_Meetings of the full Board are held a minimum of seven 


times a year, with at least one full meeting scheduled 
outside Ottawa. However, the Board is involved in Bank 
operations on a regular basis through a committee system. 


Between regular Board meetings, the Executive Committee, 
composed of the Governor, the Senior Deputy Governor, 
four directors and the Deputy Minister of Finance, meets 
regularly and submits minutes to the next Board meeting. 


Other committees meet several times each year, according 
to the requirements of their subject areas. These include a 
Planning and Budget Committee, an Audit Committee, a 
Human Resources and Compensation Committee and a 
Premises Committee. 


ACCOUNTABILITY 


In the Bank of Canada Act, Parliament has 

defined the relationship between the Bank 

and government and has placed the Bank in 

a position to carry out its responsibilities 

independently. For most purposes the Bank’s 

accountability as a public institution is through 
its Board of Directors, but there are special 

arrangements for monetary policy. 


The Minister of Finance and the Governor are 
expected to meet regularly to discuss monetary 
policy. These meetings provide an opportunity 
for the constructive exchange of information 
and views on monetary policy. 


If a profound disagreement were to occur over 
the course of monetary policy that the Bank 
planned to follow, the government could issue 
a public, written directive to change policy. 
Given the Bank of Canada’s responsibilities for 
monetary policy, it has always been recognized 
that the most likely result of a directive would 
be the resignation of the Governor, so that the 
office could be filled by someone who shared 
the government’s views. While no such direc- 
tive has ever been issued, the directive power 
does provide a clear, open mechanism through 
which the Bank can be held accountable for 
monetary policy. 


In terms of its broad public accountability, each 
year the Bank submits an annual report to the 
Minister of Finance that is made public soon 
after. Furthermore, the Governor and other 
senior officers of the Bank are often called to 
testify before parliamentary committees. 


More generally, the Bank undertakes regular 
and extensive public communication — through 
meetings with various groups across the 
country, speeches and press conferences 

(see page 18). 


MONETARY POLICY 


Monetary policy is about money. The Bank of Canada 
is concerned with how much money circulates in our 
economy and how much that money is worth. 


The Bank contributes to good economic The ultimate objective of the Bank of Canada, working 
through monetary policy, is to enhance the standard 
of living of Canadians. To this end, the Bank seeks to 
performance in Canada through the formulation protect the value of our currency and provide money that 
can be used with confidence - money whose value is not 
eroded by inflation. 


In a period of inflation, too many people lose. The costs 
do not fall equally on all members of the population, since 
some are better able than others to protect themselves 
against rising prices. Individuals on fixed incomes are 
among the most vulnerable: at 41/2% inflation, a fixed 
pension will lose half its value in just over 15 years. By 
focussing on price stability, monetary policy tries to 
promote, in the best way it can, good overall economic 
performance. 


and implementation of monetary policy. 


CLEAR:GOALS 


A program to preserve the value of our money was 
articulated in a joint announcement by the Bank of Canada ~ 
and the Minister of Finance in February 1991, when 
targets for reducing inflation were introduced. The targets 
illustrate for Canadians the clear downward path for infla- 
tion towards which monetary policy is being directed over 
the medium term. The specific goals for the year-over-year 
rate of increase in the consumer price index (CPI) are: 

¢ 3% by the end of 1992 

¢21/2% by the middle of 1994 

¢ 2% by the end of 1995, and thereafter further reduc- 

tions in inflation until price stability is reached. 


DESIGNING POLICY 


Given the specific goals of policy, the process of policy 
formulation involves an assessment of financial and 
economic conditions in Canada and abroad and judgments 
about appropriate actions. 


To help make those assessments, the Bank employs ¢ 
economists, market analysts and support staff who work on — 
monetary policy issues. Meetings with many representative — 
groups and individual companies, daily liaison with 
financial market participants, and a wide range of other 

_ contacts are all part of the information-gathering process. 
On the basis of information from across the country, 


supplemented by studies on how the economy 
works, economists at the Bank prepare detailed 
analyses of current economic and financial 
developments. The results of their studies help 
them to project the likely evolution of events 
over both the short and medium terms. 


A synthesis of the available information and an 
analysis of its implications are provided to the 
Governor, the Senior Deputy Governor and 
other senior staff who make up the Bank’s 
Management Committee. This group meets regu- 
larly to examine current monetary policy issues 
and discuss appropriate Bank of Canada actions. 


MAKING POLICY WORK 


Having designed policy, the Bank must make 
it work. 


Monetary policy is concerned with the 
expansion of money and credit in Canada. The 
Bank of Canada’s role — the best way in which it 
can contribute to good economic performance — 
is to encourage a pace of expansion that 
promotes stability in the value of money. 


The Bank is able to exert influence on money 
and credit because, as the banker for financial 
institutions and the federal government, it 
plays a central role in the operation of the 
nation’s financial system (see pages 10-11). 


The Bank’s monetary policy activities, provid- 
ing liquidity to the financial system and buying 
or selling securities, have their immediate 
impact on very short-term interest rates. 


Changes in short-term interest rates lead to 
changes in a broad range of interest rates and in 
the exchange rate. Movements in these various 
rates influence the rate of expansion of money 
and credit and the growth of spending in the 
economy. The pressure from spending in turn 
determines the ease with which prices can be 
increased. Movements in the exchange rate 
also directly affect the cost of imported and 
exported goods and the incentive for Canadian 
producers competing against foreign firms to 
contain their costs. 


Over time, too rapid growth in spending will 
result in increased inflation, while spending 
growth which does not put pressure on prices 
is much more likely to be sustainable. 


INTERNATIONAL FRAMEWORK 


The Bank of Canada advises the federal govern- 
ment on international financial matters and 
frequently represents Canada at international 
meetings. Reflecting Canada’s role as one of the 
world’s major industrialized nations, the Bank 
participates in meetings of the finance ministers 
and governors of the Group of Seven countries, 
meetings of the Organisation for Economic 
Co-operation and Development (OECD), the 
Bank for International Settlements (BIS) and 
the International Monetary Fund (IMF). 


For more information, see the following articles 
in the Bank of Canada Review: “The work of 
Canadian monetary policy,” February 1988; 
“Bank of Canada cash management: The main 
technique for implementing monetary policy,” 
January 1991; “Targets for reducing inflation: 
Announcements and background material,” 
March 1991. Available from Publications 
Distribution (see page 19). 


John Crow, Governor of the Bank of Canada, at the 
International Monetary Conference, Toronto, June 1992, 

with Alan Greenspan, Chairman, Board of Governors of 

the U.S. Federal Reserve System and Yasushi Mieno, Governor, 
Bank of Japan. 


BANKING SERVICES 


The Bank of Canada is at the centre of the nation’s finan- 
cial system. Each day masses of cheques are written on 
accounts with Canadian financial institutions and at the 
end of each day those claims must be settled. The total 
claim of one institution on another is calculated and a 
transfer of funds takes place to settle accounts — a transfer 
that occurs on the books of the Bank of Canada, where 
of banking service functions. These include most of the major deposit-taking institutions have 
accounts. This is called the payments clearing and settle- 
ment process. 


The Bank of Canada provides a variety 


activities supporting the implementation of 
By controlling the total supply of funds for these accounts 


(usually by moving government deposits), the Bank can 
influence very short-term (“overnight”) interest rates. 

This daily “cash-setting” process is, in fact, the Bank’s 
primary technique for implementing monetary policy on a 
day-to-day basis. Thus the Bank of Canada’s involvement 
in the clearing and settlement process is an integral part 
of the implementation of monetary policy as well as a 
vital banking service which the Bank provides to the 
financial system. 


monetary policy and services performed for 


government, other chents and the public. 


The Bank of Canada is also the federal government’s banker 
and financial adviser. It handles the deposit accounts of 

the Receiver General (through which flows virtually all the 
money collected and spent by the federal government) and > 
provides a variety of banking services. 


In addition, the Bank of Canada maintains deposit 
accounts for many foreign central banks, thereby facilitat- 
ing the official transactions that these banks or their 
governments may have in Canadian dollars. 


EVOLVING PROCESSES 


The Bank of Canada supports the work associated with the 
development and implementation of changes to clearing 
and settlement systems in Canada. This work is primarily 
directed towards reducing risk and improving efficiency 
and safety for everyone using such systems. The Bank is 
working with the Canadian Payments Association in its 
examination of proposals to establish an improved system 
for large-value payments. The Bank is also working with 
the Canadian Depository for Securities on the development 
of a new system to handle the clearing and settlement 

of most debt and money market securities transactions 
electronically, without having to move the paper 
certificates (see page 15). 


. FOREIGN EXCHANGE ; offices in Toronto, Montreal and Vancouver — 
or the major domestic financial centres. 

_ The Bank acts as adviser and agent for the 
government of Canada in the management of 
the nation’s foreign exchange reserves, includ- 
ing gold reserves, held in the government's 
Exchange Fund Account. The government’s 
activities on the foreign exchange market 
(including investment of foreign exchange 
reserves) are carried out by the Bank. For example, the Bank is custodian of unclaimed 

. | bank balances. Canadian chartered banks are 
required by law to try to notify owners of dor- 
mant Canadian dollar accounts after two years 
and again after five years of inactivity. After 

nine years of dormancy, the particulars of these 
unclaimed bank balances are published in the 
Canada Gazette. If still unclaimed a year later, the 
chartered banks must transfer the unclaimed bal- 
ances to the Bank of Canada and the details are 
entered in a central register. Members of the pub- 
lic may consult this register at any of the Bank’s 
regional offices across the country, without 
charge, or may contact the Bank’s head office. 


UNCLAIMED BANK BALANCES 


Not all of the Bank of Canada’s banking services 
are large-scale. Some are geared to individual 
Canadians. 


When the Canadian dollar is under excessive 
upward or downward pressure, the Bank will 
buy or sell foreign currencies (usually U.S. 
dollars) from reserves in exchange for Canadian 
dollars. For example, when the Bank responds 
to a rising Canadian dollar, it adds to foreign 
reserves by selling Canadian currency and 
acquiring U.S. dollars. By intervening in the for- 
eign exchange market in this manner, the Bank 
of Canada tends to smooth out the rise and fall 
of the Canadian dollar (a technique called 
“leaning against the wind”) in order to main- 
tain confidence and moderate rapid changes in 
the value of the currency which could have an In 1991 alone, the Bank answered more than 

- undesirable impact on the nation’s economy. 10,000 inquiries and made payments of over 

: $2 million on “unclaimed” bank balances. 


- LENDER OF LAST RESORT 


3 ‘THE BANK AS REGISTRAR 
To assist the functioning of the payments 


system, the Bank of Canada is empowered to _ | The Bank helps both banks and borrowers to 
make secured loans to banks and certain other avoid situations where moveable assets might 
financial establishments.  . . be pledged more than once as collateral for 


loans. It does so by maintaining a register in 
each regional office of “notices of intention” 
to pledge such assets against a loan. 


These loans may consist of “ordinary” loans 
to cover overnight shortfalls in liquidity, and 
“extraordinary” loans to institutions which 
are solvent but experiencing more persistent For instance, a fisherman going into a bank in 


cash flow difficulties. In this way, the Bank 

of Canada ensures that liquidity problems at 
‘individual financial institutions do not threaten 
their viability or undermine public confidence 
in the entire financial system. 


KEEPING IN TOUCH 


To perform its duties effectively, the Bank 

must maintain constant contact with Canadian 
financial markets, as well as with the foreign 
exchange markets. This is done through the 
Bank’s trading rooms in Ottawa, as well as its 


the Maritimes or in British Columbia might 
want to put up a boat as collateral against a 
loan. The lending bank, in one easy step, can 
consult the Bank of Canada’s register, which 
will reveal intentions filed with any other 
chartered bank in the province. 


For more information, see the following articles 
in the Bank of Canada Review: “What makes a 
good payments system?” June 1992; “The 
evolution of Bank of Canada advances to direct 
clearers,” October 1992. 


BANK NOTES 


The Bank's responsibility ts to ensure that the 
need for bank notes across the country 1s met in 
an effective manner and that the notes are readily 


accepted without concerns about counterfeiting. 


Did you know? Uncut sheets of 40 two-dollar 
bank notes may be purchased over the counter 
or by mail. Contact an Agency office (see pag 
17) for details. 


The bank notes that Canadians use every day are 
undoubtedly the Bank of Canada’s best-known product. 
The Bank has sole responsibility for the issue of bank notes 
in Canada and, to fulfil its obligations, is involved in every 
phase of note design, production and distribution — a role 
it assumed in 1935. 


The Bank does not create currency at will, however, 

but responds to the demand of financial institutions, 
who respond to public demand. This demand is seasonal, 
peaking at year-end holidays and during the summer 
months. 


KEEPING AHEAD OF COUNTERFEITING 


Not surprisingly, counterfeiting is a primary concern for 


the Bank. The Bank works closely with currency issuers in 
other countries, with the RCMP, the National Research 
Council of Canada, and bank-note printing companies to 
develop designs, processes and technologies that effectively 
deter counterfeiting. In the process, Canada has become an 
internationally acknowledged leader in currency security. — 


Canada’s newest bank notes exhibit many of the latest 
security features — features which have resulted in minimal ~ 
counterfeiting activity in recent years. Of particular interest 
is the use of an optical security device (OSD), which 
changes colour from gold to green with the viewing angle. 
This device, composed of thin layers of ceramic materials 
that cannot be reproduced by photographic means, 
provides additional security to high-value bank notes 

($20, $50, $100, $1000). 


MANAGING THE PROCESS 


While the Bank is responsible for the design and 
production of bank notes, the actual printing is done 
under contract by specialized printing companies. Sheets 
of notes are delivered to the Bank’s head office, where they 
are carefully inspected, cut and packaged before delivery to 
Bank of Canada regional offices (Known as “Agencies”). 


Through the services of the Bank of Canada’s nine 
Agencies, located across Canada (see page 17), financial 
institutions withdraw notes as required, deposit notes that 
are excess to their needs, and exchange worn-out notes 
for newer ones. 


SIGNATURE (H) SIGNATURE 


SOUS-GOUVERNEUR/DEPUTY GOVERNOR GOVERNOR/GOUVERNEUR : 


FIFTY © DOLLARS © CINQUANTE 


An optical security device (OSD) changes colour from gold 
to green as the viewing angle changes. 


An engraved portrait of William Lyon Mackenzie King 
appears on the note face. The portraits in this series of 
bank notes have been made larger for increased security. 


Adjacent to the portrait is a small engraved vignette of 
the Parliament Buildings in Ottawa, complete with the 
Canadian Red Ensign flying from the tower. 


The dark red printing on the note face is characteristic of 
intaglio printing. Printing from engraved plates creates a 
certain relief and this raised print can be felt on all but 
worn bank notes. 


There is a range of pastel colours in a rainbow pattern in 
the wavy lines across the note face. These lines are made 
_up of rows of tiny “50” numerals. This microprint also 
runs through the coat of arms and can be distinguished 
readily with the aid of a magnifying glass. 


State-of-the-art sorting machines make it possi- 
ble for the Bank to process notes quickly and 
accurately. These machines, located in the 
Bank’s Agencies, can each handle up to 65,000 
old notes per hour. They authenticate and 
count the notes, verify denominations, reject 
notes that are unfit for circulation and destroy 
them, and retain notes that are still usable. 

_ This technology is required to handle today’s 
volumes but also saves printing costs, because 
bills that pass inspection are returned to 
circulation. 


Each year some 7 billion notes are processed in 
Bank of Canada Agencies. The Bank’s busiest 
bank-note processing facilities are located in 

_ Montreal and Toronto. Both locations have 
reached the point where new facilities are 
needed to handle current volumes more 
effectively and to cope with projected increases. 
Consequently, the Bank is building new cash- 
handling facilities in the Montreal and Toronto 


med 


tui aby 


pad 
> 
28 
oe 
. 2: 


qs 


Microprint in the central part of the bank note face is 
made up of sequences of BANK OF CANADA 50 BANQUE 
DU CANADA 50. 


The pale rose hue on the edges of the bank note is made 
up of multidirectional, fine-line patterns but appears as a 
solid block of colour to the naked eye. 


The signatures of the Governor and of the Deputy 
Governor of the Bank of Canada and a statement that 
this note is legal tender also appear on the note face. 


A combination of features protects Canada’s bank notes 
from counterfeiting: the optical security device, the 
microprint, the multidirectional lines, the subtle shift of 
pastel colours, the texture or feel of the intaglio print, 
the planchettes (small green disks) in the paper and the 
extremely high quality of the printing. 


AT YOUR SERVICE 


areas. These new plants, which will be in 
operation in 1993 and 1994 respectively, will 
allow the Bank to handle the flow of cash more 
efficiently through improved technology. 


Currency operations also include some unusual 
activities, such as redeeming mutilated bank 
notes. Badly damaged money may be submitted 
to the Bank of Canada for examination and, 
depending on its findings, the owner may be 
reimbursed. While the forensic examination 
will be carried out by specialists in Ottawa, 
damaged notes may be brought to any Bank 

of Canada office. 


For more information, see “Designing 
Canada’s bank notes,” Bank of Canada Review, 
January 1988. 


DEBT MANAGEMENT 


As the federal government's fiscal agent, the Bank 
manages Ganada’s domestic public debt. It 1s 
fully responsible for all public debt records and 
for the accuracy and efficiency of the payments 1t 
makes on behalf of the government for debt 


redemption and interest. 


CANADA SAVINGS XX00 X000000X 
BOND 


COMPOUND INTEREST 
Lorem ipsum dolor sit amet, consectetuer adipiscing 
elit, sed diam nonummy nibh euism., 


The d tincidunt ut laoreet dolore magna aliquam erat 
volutpat. Ut wisi enim ad minim veniam, quis nostrud 
exerci tation ullamcorper suscipit lobortis nis! ut . 


ONE HUNDRED DOLLARS 
Iscing elit, sed diam nonummy nibh euismod tincidunt 
ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam, quis nostrud exerci tation 
ullamcorper suscipit lobortis nis! ut aliquip ex ea com- 
modo consequat. Duis autern vel eurn iriure dolor in 
hendrerit in vulputate velit esse molestie consequat, 
vel illum dolore eu feugiat nulla facilisis at vero eros et 
accumsan et iusto odio dignissim qui blandit praesent 
luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. 
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TRUD EXERC! TATION ULLAMCORPER SUSCIPIT LOBOR- 
TIS NISL UT ALIQUIP EX EA COMMODO CONSEQUAT. 
DUIS AUTEM VEL EUM IRIURE DOLOR IN HENDRERIT IN 
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MATURING NOVEMBER 1 


BANK OF CANADA / BANQUE DU CANADA 


The government raises funds in two ways: through taxation 
and by borrowing money from the public through treasury 
bills and bond issues. The Bank of Canada, as the govern- 
ment’s fiscal agent, assists the Department of Finance to 
carry out the government’s borrowing program. 


The Bank advises on the size, timing and makeup of the 
borrowing program and on the management of the govern- 
ment’s cash balances. In that process the Bank works close- 
ly with many members of the financial community. The 
Bank’s representatives in regional offices in major financial 
centres consult regularly with market participants, who 
provide valuable insight into current market developments 
and the market outlook. The Bank of Canada also makes 
the arrangements for issuing new government securities, 
acts as the registrar for the outstanding debt, makes interest 
payments, executes transfers of ownership, and redeems 


securities at maturity. 


SECURITIES 


The Bank of Canada issues, services and redeems three 
major types of securities on behalf of the government: 


OBLIGATION D’EPARGNE 
DU CANADA 
INTERET COMPOSE 


Lorem ipsum dolor sit arnet, consectetuer adipiscing 
elit, sed diarn nonummy nibh euism. 


The d tincidunt ut laoreet dolore magna aliquam erat 
volutpat. Ut wisi enim ad minim veniam, quis nostrud 
exerci tation ullamcorper suscipit lobortis nis! ut . 


CENT DOLLARS 

Iscing elit, sed diam nonummy nibh euismod tincidunt 
ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam, quis nostrud exerci tation 
ullamcorper suscipit lobortis nis! ut aliquip ex ea com- 
modo consequat. Duis autern vel eum iriure dolor in 
hendrerit in vulputate velit esse molestie consequat, 
vel illum dolore eu feugiat nulla facilisis at vero eros et 
accumsan et iusto odio dignissim qui blandit praesent 
luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. 

NAM LIBER TEMPOR CUM 


CK 


TRUD EXERC! TATION ULLAM 
R SUSCIPIT LOBOR 


CORPE! 
NE PAS DETACHER 


INTERET COMPOSE 


12345678901234 


ECHEANT LE ter NOVEMBRE 


Canada Savings Bonds (CSBs), 
Government of Canada 
marketable bonds (referred to 
as Canada bonds), and treasury 
bills. This range of instruments 
provides government with 
options for responding to 
changing market conditions 
and investors’ needs. 


DIFFERING FORMATS 


Perhaps the best known securi- 
ties are Canada Savings Bonds, 
which are held by some four 
million Canadians. CSBs may 
be purchased in a wide range 
of denominations from most 
financial institutions and invest- 
ment dealers across the country 
during annual sales campaigns. 
They are cashable at any time, 
and the rate of interest is 
adjusted to market conditions 
annually. More than a million 
Canadians buy CSBs every year 
on the Payroll Savings Plan, 


and some 18,000 establishments across the 
country include the plan as part of their benefit 
_ packages. Another million Canadians make 
cash purchases. 


Canada bonds are another important source 
of funds. These securities are sold year-round 
through primary distributors (investment 


__ dealers and other financial institutions) and 


offer fixed rates of interest for terms as short 

as two years and as long as thirty. The issues 
are Originally offered to primary distributors 
on an auction basis. These distributors, in turn, 
sell the bonds to pension funds, life insurance 
companies, mutual funds, corporations and 
other investors, including individuals in 
Canada and abroad. 


Security and marketability make these bonds 
popular. Unlike CSBs, Canada bonds are traded 
on the open market and their price fluctuates 
with changes in the level of interest rates. 


Treasury bills, auctioned weekly by the Bank of 
Canada on behalf of the government, are short- 
term borrowing instruments (typically 3-, 6- 
-and 12-month terms). Instead of paying a fixed 
interest rate, investors buy them at a discount 
and receive the face value at maturity (the inter- 
est return being the difference between the pur- 
chase amount and the face value). They may be 
purchased and held by anyone, although large 
financial institutions, pension funds and other 
organizations are the largest investors. 


Treasury bills provide the government with a 
highly flexible means of borrowing money to 
meet its fluctuating needs for cash. The rate for 
the 3-month treasury bill has become widely 
known. Each Tuesday the Bank Rate for the 
week — a benchmark for short-term lending and 
borrowing activities — is set by the Bank of 
Canada at 1/4 of 1 per cent above the average 
rate for the newly auctioned 3-month bill. 


SERVICING THE DEBT 


In administering the debt, accurate records 
must be maintained so that people will receive 
interest payments on time and so that lost, 
stolen or destroyed certificates or interest 
payments can be replaced. 


Not only must records be maintained during 
the life of a bond, but when debt is retired, 
records must still be kept. The Government of 
Canada is the largest issuer of debt securities in 
the country, and the scope and complexity of 
this operation are enormous. For example, in a 
recent 12-month period, from June 1991 to 
June 1992, the Bank of Canada issued some 
two million interest payments for a value of 
about $16 billion. 


More and more commonly in the financial 
world, certificates of marketable securities, such 
as Canada bonds, that are actively bought and 
sold are held in a central depository. To replace 
the physical exchange of securities, computer- 
ized systems are being used to record transfers 
of ownership for securities and to settle transac- 
tions associated with the transfers. The Bank of 
Canada has been working since the mid-1980s 
with the Canadian Depository for Securities 
(CDS), a private company owned by major par- 
ticipants in the financial community, to devel- 
op such systems. Participants are primarily 
banks, trust companies and investment dealers. 


THE AGENCIES 


The Bank of Canada’s Agencies 
provide a physical network 


that serves the country. 


The Agency offices are the Bank of Canada’s physical 
link with the public, providing a number of services basic 
to our economy. 


First and foremost, it is through the Agencies that bank 
notes are distributed to financial institutions throughout 
the country. But much more goes on: financial institutions 
redeem bills and bonds, transfers and exchanges of 
securities are carried out, “notices of intention” to pledge 
collateral for loans are recorded (see pages 11-13). 


In the Bank’s Agency offices across the country, members 
of the public can also consult the unclaimed bank balance 
register or trace a lost government bond. For more informa- 
tion on Agency functions or on the Bank of Canada in 


' general, contact the office nearest you. 


—_—— 
seo ewe, nes. me pee samt a en ak Ae _ seonss 


BANK OF CANADA AGENCIES: 


_ HALIFAX, Nova Scotia 
' 1583 Hollis Street 
B3J 1V4 . 
(902)420-4600 
Fax:(902)420-4644 


SAINT JOHN, New Brunswick 
75 Prince William Street 

E2L 2B2 

(506)635-3600 
Fax:(506)635-3621 


MONTREAL, Quebec 
901 Victoria Square 
H2Z 1R2 
(514)866-4561 
Fax:(514)393-4326 


Saint John 


OTTAWA, Ontario © 
234 Wellington Street 
K1A 0G9 
(613)782-8111 
Fax:(613)782-7564 


TORONTO, Ontario 
250 University Avenue 
MSH 3ES 
(416)593-2000 
Fax:(416)593-2041 


WINNIPEG, Manitoba 
161 Portage Avenue East 
R3B OY4 
(204)983-5530 
Fax:(204)983-6786 


REGINA, Saskatchewan 
2220 - 12th Avenue 
S4P OM8 
(306)791-9500 
Fax:(306)781-6959 


CALGARY, Alberta 
404 - 6th Avenue, S.W. 
T2P ORY 
(403)261-3400 
Fax:(403)261-3419 


VANCOUVER, British Columbia 
900 West Hastings Street 


- V6C 1E6 
(604) 643-6100 


Fax: (604) 643-6141 


Halifax 


COMMUNIGATING 


Monetary policy affects the entire population; talking 
about it is vital. The Bank is legally obliged to provide 
specific information to the public — through weekly and 
monthly balance sheets — and to submit an annual report 


a al > F ae $; a 4 eat! * 
The Bank s communications goals are to to the Minister of Finance. It does that and far more. 


Perhaps the most striking aspect of communications at the 
promote understanding of Bank policies Bank of Canada is the close involvement of its senior 
management. Every year, the Governor and senior 
managers at the Bank speak to Canadians from one end 
and stimulate discussion in Ganada on issues of the country to the other, in venues that range from 
universities to business and professional groups. 


Communicating means more than formal speeches. 
Informal meetings at the Bank and briefing sessions on 
specific topics are opportunities for the exchange of 
information between senior Bank officers and representa- 
tives of industrial associations, financial institutions, 
non-financial businesses, the media and outside 
economists, as well as government officials. 


associated with its areas of responsilihty. 


"TELEPHONE LINES 


Public information services provide personal responses 

to requests for information on the role and functions of 
the Bank as well as recorded telephone messages that offer 
current exchange rates and money-market rates. More 
than 200 such calls are received in a typical day and some 
350 people use our recorded messages each day. 


VISITOR PROGRAM 


Visitors are frequent at the Bank of Canada. The Bank is 
host to business people, journalists and students from all 
parts of Canada, as well as from around the world. Last year 
more than twenty central bank delegations were received — 
each providing an opportunity to exchange views and 
information. 


MUSEUM 


The Bank of Canada houses the National 
Currency Collection, the most complete collec- 
tion in the world of Canadian notes, coins and 
tokens. Since 1980, exhibits drawn from this 
collection have been displayed in the Currency 
Museum -— a focal point of the head office 
complex in Ottawa — and viewed by almost 
half a million visitors. Along with its regular 
programs, the museum has developed travelling 
exhibits, including one especially geared to 
children in hospital. 


PUBLICATIONS 


In addition to the Governor’s annual report, 
the Bank publishes studies and a wide range 
of information on economic and financial 
matters, including extracts from the minutes of 
the meetings of its Board of Directors. Among 
the most familiar publications are the Bank of 
Canada Review and the Weekly Financial 
Statistics. Economic studies are made available 
in the form of Technical Reports, Working 
Papers and seminar proceedings. 


For more information, write to: 
Publications Distribution, 

Bank of Canada, Ottawa K1A O0G9 
(or telephone 613-782-8248). 


BANK OF CANADA 
PUBLICATIONS 


Annual Report of the Governor 
Available in March each year. 


Bank of Canada Review (and supplement) 

A quarterly compendium of statistics and economic commentary, 
with a monthly statistical update published separately. 
Available by subscription. 


Weekly Financial Statistics 
Available through subscription by mail or facsimile. 


Minutes of the Bank of Canada Board of Directors’ 
meetings 
Available through subscription by mail or facsimile. 


Summary of Government of Canada Direct and 
Guaranteed Securities and Loans 
Published annually. 


Bilingualism in the Bank of Canada 
March 1992. 


Proceedings of Monetary Seminar 90 
June 1992. (Can. $15 plus 7 per cent GST) 


Technical Reports 
Research studies on economic and financial subjects. 


Working Papers 
Reports on research work in progress. 


FOR MORE INFORMATION 


including subscription prices: 
Publications Distribution 
Bank of Canada 

Ottawa, Ontario 

K1A O0G9 

Tel.: (613) 782-8248 
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